
Vermont PSB filing in FCC Docket 80-286 (DA 00-1865)
Attachment I:  Estimating the Effect of the Internet on Local Minutes
Part B:  Effect of Adjusting DEM for Internet

1. Joint Board's Method of Adjusting for Internet

Year

 Local 
DEM 

(billions) 

 State Toll 
DEM 

(billions) 

 Interstate 
DEM 

(billions) 

 Total 
DEM 

(billions) 

Interstate 
DEM as % 

of Total 
DEM

2003 Unadjusted 4,403      573         753         5,729      13.1%
Internet Correction (1,292)     -          -          
2003 Adjusted 3,112      573         753         4,437      17.0%
Difference 3.8%

2. Proper Adjustment for Internet

Year

 Local 
DEM 

(billions) 

 State Toll 
DEM 

(billions) 

 Interstate 
DEM 

(billions) 

 Total 
DEM 

(billions) 

Interstate 
DEM as % 

of Total 
DEM

2003 Unadjusted 4,403      573         753         5,729      13.1%
Internet Correction (1,292)     -          1,292      
2003 Adjusted 3,112      573         2,045      5,729      35.7%
Difference 22.5%





Vermont PSB filing in FCC Docket 80-286 (DA 00-1865)
Attachment I:  Estimating the Effect of the Internet on Local Minutes
Part A:  Estimating Internet Effect on Local DEM in 2003
Total Industry Data

1.  Pre-Internet Era

Year
 Local DEM 

(billions) 

Annual 
Percent 

Increase

 State Toll 
DEM 

(billions) 

Annual 
Percent 

Increase

 Interstate 
DEM 

(billions) 

Annual 
Percent 

Increase
 Total DEM 

(billions) 

Annual 
Percent 

Increase
1980           1,458 141 133 1,732         
1981           1,492 2.3% 151 7.1% 144 8.3% 1,787         3.2%
1982           1,540 3.2% 158 4.6% 154 6.9% 1,852         3.6%
1983           1,587 3.1% 166 5.1% 169 9.7% 1,922         3.8%
1984           1,639 3.3% 198 19.3% 208 23.1% 2,045         6.4%
1985           1,673 2.1% 222 12.1% 250 20.2% 2,145         4.9%
1986           1,699 1.6% 237 6.8% 270 8.0% 2,206         2.8%
1987           1,713 0.8% 253 6.8% 295 9.3% 2,261         2.5%
1988           1,795 4.8% 269 6.3% 321 8.8% 2,385         5.5%
1989           1,829 1.9% 286 6.3% 344 7.2% 2,459         3.1%
1990           1,846 0.9% 298 4.2% 353 2.6% 2,497         1.5%
1991           1,860 0.8% 302 1.3% 366 3.7% 2,528         1.2%
1992 1,929         3.7% 311 3.0% 381 4.1% 2,621         3.7%
1993 2,030         5.2% 316 1.6% 396 3.9% 2,742         4.6%
1994 2,128         4.8% 327 3.5% 420 6.1% 2,875         4.9%
1995 2,229         4.7% 346 5.8% 454 8.1% 3,029         5.4%

1980 to 1995 Average 2.9%
1992 to 1995 Average 4.6%

2.  Internet Era Part I - Reported Data
Assumed Growth:

Without Internet (1996-2003) = 6%

Year
 Local DEM 

(billions) 

Annual 
Percent 

Increase

Local DEM 
Growth 

Without 
Internet

Increase 
Due to 

Internet 
(est.)

Internet as 
% of Local 

DEM

Internet 
Minutes of 

DEM 

 State Toll 
DEM 

(billions) 

Annual 
Percent 

Increase

 Interstate 
DEM 

(billions) 

Annual 
Percent 

Increase
 Total DEM 

(billions) 

Annual 
Percent 

Increase

Interstate 
as % of 

Total 
DEM

Internet as 
% of Total 

DEM
1996 2,402         7.8% 6.0% 1.8% 1.8% 42            373 7.8% 490 7.9% 3,265         7.8% 15.0% 1.3%
1997 2,694         12.2% 6.0% 6.2% 8.0% 216          407 9.1% 528 7.8% 3,629         11.1% 14.5% 6.0%
1998 2,985         10.8% 6.0% 4.8% 13.2% 394          422 3.7% 555 5.1% 3,962         9.2% 14.0% 10.0%

1996 to 1998 Average 10.2% 6.9% 6.9%
1980 to 1998 Average 6.4% 8.4% 4.7%

3.  Internet Era Part II - Estimated Data
Assumed Growth: Assumed Growth: Assumed Growth:

9.0%
State Toll 

DEM= 7%
Interstate 

DEM = 7%

Year
 Local DEM 

(billions) 

Annual 
Percent 

Increase

Local DEM 
Growth 

Without 
Internet

Increase 
Due to 

Internet 
(est.)

Internet as 
% of Local 

DEM

Internet 
Minutes of 

DEM 

 State Toll 
DEM 

(billions) 

Annual 
Percent 

Increase

 Interstate 
DEM 

(billions) 

Annual 
Percent 

Increase
 Total DEM 

(billions) 

Annual 
Percent 

Increase

Interstate 
as % of 

Total 
DEM

Internet as 
% of Total 

DEM
1999 3,254         9.0% 6.0% 3.0% 16.6% 540          452            7.0% 594            7.0% 4,299         8.5% 13.8% 12.6%
2000 3,546         9.0% 6.0% 3.0% 20.1% 713          483            7.0% 635            7.0% 4,665         8.5% 13.6% 15.3%
2001 3,866         9.0% 6.0% 3.0% 23.7% 917          517            7.0% 680            7.0% 5,063         8.5% 13.4% 18.1%
2002 4,214         9.0% 6.0% 3.0% 27.4% 1,155       553            7.0% 727            7.0% 5,494         8.5% 13.2% 21.0%
2003 * 4,403         4.5% 3.0% 1.5% 29.3% 1,292       573            3.5% 753            3.5% 5,729         2.1% 13.1% 22.5%

*  Six months only.

Total DEM

Local DEM with 
Internet =

 Local DEM Intrastate Toll DEM Interstate Toll DEM



Vermont PSB filing in FCC Docket 80-286 (DA 00-1865)
Attachment I:  Estimating the Effect of the Internet on Local Minutes
Part C:  Estimating Revenue Effect in 1998 with Adjusted DEM Structure
Data for New England Telephone-Vermont  (Vermont)

Ayalysis based upon USTA Separations Reform Analysis Program, CC Docket No. 80-286 (method 2)

Input - 
Internet 

Minutes as 
Percent of 

Total 
Minutes

Output - 
Total 

Revenue 
Requirement 

($000)

Interstate 
Revenue 

Requirement 
($000)

Interstate 
Revenue 

Requirement 
Ratio

Message 
Subcriber 

Lines

Interstate 
R.R per 
line per 
month

Increased 
RR by 
adjust.

% 
Increased 

RR by 
adjust.

No Adjustment 0% 235,493      68,199        29% 335,281  16.95$    
Adjusted for Internet 23% 235,493      77,171        33% 335,281  19.18$    2.23$      13%
Adjusted for Internet & 35% fixed allocator 23% 235,493      87,246        37% 335,281  21.68$    4.73$      28%


